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STATE OF ALASBKA

RET [REMENT FUNDS
Introduction

GENERAL COMMENTS

The information presented in this report shows the results of operations
and Lhe financial cendition of the two vetirement funds for the fiscal year endlng
June 30, 1974,

The assets accumulated by these funds are used ro provide retirement benelits
for the meuwbers under the Tublic Emplovees' Retirement Svstem and the Teachers’
Relirement System, resgpectively.

Assets of the VPublic Emplovees' Retirement Fund Lotal $89,606,549 as of
June 30, 1974, an increasc of $13,621,425 over the prereding fiscal vyear. Assels
of the Tcauhers Relirement Fund amounted to $89.794,395 as of June 30, 1974,
an increase of $153, 815 018 over the preceding iikcal year. The combined assets of
both funds totaled $179,400,944. '

Roth the Public Employees’ Retirement Svstem (PEXS) and tne Teachers' Relire-
ment. System (TRS) are joint contributory systems with defined contributions and
benefits. 1In PERS, peace officers and firemen contribute five percéent and all
other members contribute 4.2Z5 percent of gross pay. Employer contribution rates

%' vary from a low of 4.76 porcent to a high of .94 percent of gross pav. Under
° TRS, members contribute seven percent of base salary. The combined empleyer and
kY Stale matching contribution for fiscal 1974 amounted to 11,22 percent of gross

pay -

As of June 30, 1974 there were 25 parlicipating employers and approximately
15,000 members in the Public Employees’ Retirement Svstem. There are approxi~
wately 11,500 members in the Teachers' Retirement System.

_ On- June 30, 1974 Lhere were 627 persoms receiving benelits under the Public
- : Employees' Retirement System and 504 persoens receiving benefits under the Teachers'

.Retirement System. ?ﬁ% ﬁ%uLhﬁ& “L4ﬁféif£d - 3//35

There are three Territerial retirees, seven judges and one surviving widow
of a judge recelving retirement benefits direct from the General Fund appropriation.
This cost does not come from the Public Employees’ Retirement System.

INVESTMENT COMMENTS

Fiscal year 1974 was a difficult investment period for pension funds. Interest
rales increased rapidly during the second half of the vear, causing bonds and
other fized income investments to adjust lower in price. At the same time the
stock market also declined at a rapid pace to levels of ten years ago. The net
result was that only very short term portfolio invesrments were able to escape
the effecl of market walue attrition during rhe period. Those retirement Zunds
witit a large cash flow ahle to be directed inte short term iavestments and with
a relarively small stock market participation outperformed most others. This
was the case with the two Alaska Statewide Retirement Funds.
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ik similarly measured.

Lo from the 6.40% earned the year before.

STAIE OF ALASKA

Performance measurement technigues developed by the Bank Adninistration
Institute are used by the Treasury Division for evaluation of investment resultrs.
These techniques include a method of measurement called time-weighted rate of
return which reflects both changes to market value and income. This performance
F measurement provides a meaningful way to gauge tlie performance of the retirement
" funds in relationship te market indices and to the performance of other [unds

! puring fiscal vear 1974 the Public Employvees' Retirement Fund achieved a

i time weighted rate of return of .29% while investment of the Teachers' Retiremsul
fund returned a —.72%. These returns, while small, compare Tavorably with the

: -13.25% return achieved by the average fund during the period, Looking at income
5 alone, each of the Alaska retirement funds earned a creditable 7.24% return up

i The following table displays the returns achieved on the varlicus pdrtions

i+ _ Fixed Jncome
_ Common Stock
tt Total Fund

Fixed Tncome
i Common Stock
i Total Fund

i Comparative Performance
40G Funds from A. G. Becker

e Fixed Incone
o Common Stock

Total Fund
Indices

Standard and Poor's 500 Strock Average

l’_J

' High Grade Corporale Boud Index, Salouwon Brothers — 7.

of each of Lhe two Statewide retirement funds as well as the comparable returns of
the median and top gquarter of 400 funds measured by A. G. Becker, and market indices.

Publir Emplovees' Retirement Funds

Time Weighted Percentage Rates of Return

Income Appreciation Toral
7.72 - 5.65 2.07
4,58 C-20.03 -15.45
7.24 - 6.96 .29
Teachers' Retirement Fund
Tine Weighted Perceatage Rates of Retruru
Income Appreciation fotal
7.54 - 6.70 .84
5.18 -17.04 -11.87
7.24 - 7.96 - .72
Top 25% Median
_Fund Fund
6.84 2.10
-14.61 -19.32
-10.14 ~13.25
~14.52%
7.25%
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the relatively strong performance by the two Alaska Retirement Funds
were achieved by having less than average common stock commitmenils, approximately
15%, and by reasonably active fixed income management. During fiscal 1974
investments in utility bonds were reduced in view of regulatory and energy problems.
New investments in bonds were generally limited rto U. S. Treasury and Federal
agency ohligations and high grade industrial bonds. During the latter half of the
fiscal vesr new commitments were extremely limited. New funds were largely
invested in short teru high yielding money market instruments.

Last year legislation was passed autherizing the retirement funds to purchase
mortgages guaranteed by the Federal Veterans' Administration, mortgages imsured by
private insurance compaules, and noa—-insured conventicnal residenrial mortgages
on a participation bhasis with the originating Alaska [inancial institution. These
loans offer safe investments and high sarnings fer the recirement funds without
the burden of servicing and administratiom.

The method of accounting for mortgages was changed from a par value to cost
basis. This change resulted in a change decreasing income by the amount of
unearned purchase premium of $592,070 for Teachers aud $632,078 for Publiic
Emplovees' Retirement Funds,

This vecar the Treasury Division has developed appraised values four the
mortpgage porLfolios. Approximate market valu2s have thereby been estahblished for
the year end tabulation. lowever, for perlormance measurewent they were valued
at cost which is consistent with the valuation throughout the year.




ASSETS

i Current Assets:
Cash in Treasury

Investments:
Cash Pending Investments
Certificates of Deposit and
Savings Accounts
Commercial Paper
Common and Preferred Stocks
. Conventional Mortgages
Corporate Bounds
Government Bonds and Agencies
B Small Business Administration Loans
i Mortgages (FHA)
Municipal Bomnds
Repurchase Agreements
Other Private Placements
Total Investments

i " Total Current Assets

. LIABILITIES, EQUITIES AND
S RESERVE

3;Current Liabllities:

I Deposits in.Trust
jiEquities:

;. Memﬁers’ Equilies
I Employers' Tgquities

ik Retirement Reserve
e : Total Equities and Reserve

Total Liabilities, Equities
and Reserve

STATE OF ALASKA

. RETTREMENT FUNDS
Combined Balance Sheet
June 30, 1974

Total

$ - 155,959

$ 74,056

5,475,000
3,057,431
26,852,932
371,425
45,778,187
35,756,508
15,471,336
27,928,447
100,641
16,378,618
2,000,000
§179,244,984

$179,400,944

$ {97,730)

Public Employees'

$ 59,682,838
102,123,236
17,692,600
$179,498,675

5179,400,944

Teachers'
Retirement Retirement
Fund’ Fund
$ 10,080  § 145,879
s 61,877 -8 12,178
1,525,000 3,950,000
3,057,431
13,129,441 13,723,491
' 371,425
22,537,289 23,240,898
16,971,826 18,785,082
7,329,906 8,141,430
15,066,701 12,861, 745
35,224 65,416
8,881,770 7,496,847
1,000,000 . 1,000,000
8 89,596,468 § 89,794,395 -
$.89,606,549  $.89.794,395

§ 22,098,253

58,153,181
9,355,113
5 89,606,542

$ 89,606,549

S (97,7300

$ 37,584,384
43,970,054
8,337,486
$789,892,126

$ 89,794,335



STATE OV ALASKA

A

RETIREMENT FURDS
Combined Statement of Operations

_Total Deductions

Ending Equities, June 30, 1974

$710,482,476

$179,400,946

$ 5,159,614

$ 89,606,549

For FWiscal Year Ended Jumne 30, 1974
Public Employees’ Teachers'
Retirement Retirement
Total . Fand __Fuad
 Beginning Equities, July 1, 1973 $3149,966,5014 $ 75,985,123 § 73,981,391
Additions:
Members'™ Contributions 16,387,307 7,674,133 8,708,374
State and Emplovers' Contributions 18,131,104 9,439,931 8,691,173
Tnterest Earned on Members' :
Indebtedness 90,881 8,708 82,173
_ Interest Karned on Investments 2,312,412 1,658, 266 3,654,145
. Total Additions $§ 39,916,906 $ 18,781,039 $ 21,135,866
'gy Beginning Balance and Additions $§189,883,421 S 94,766,163 '$ 95,147,257
Deductione: _
& Administrative Expenses 8 501,989 $ 241,626 § 260,363
. ?w Members' Contributions and Tnterest
SR Refunded ' 3,754,097 2,334,265 1,419,832
e Interest Credited to Members' Accounts 869,079 369,079
Retirement Benefits Paid 5,357,309 1,714,642 3,642,667

§ 5,322,862




STATE OF ALASKA

PURBLIC EMPLOYEES'

RETIREMESNT

FUND

CE ik B AR

Name Term Expires

g . R. "Steve\” Hafling, C'hairman : June 20, 1978
. Robert L. Anderson B December 14, 1978
Kathleen Berry October 26, 1977
Joseph Franich. - June 20, 1976

Morgan W. Reed . June 20, 1980
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. §STATE OF ALASKA

PUBLIC EMPLOYEES' RETIREMENT FUND
Comparative Balance Sheet

Eiscal Year Ended

June 30, June 30,
o 1974 1973
ASSETS
i Current Assetrs: _ _ :
' Cash in Treasury -5 10,080 $ 520,477
investments:
: Cash Pending Investments $ 61,877
e Certificates of Deposit and favings Accounts 1,525,000 12,260,428
s Commercial Paper : _ . 3,057,431 900,488
Common and Preferred Stock 13,129,441 16,928,194
Convertible Bonds 287,386
Corporate Bonds 22,436,289 17,086,995
Covernuent Bonds and Agencies 16,971,826 13,244,813,
- Morigages {FHA and VA) _ 15,066,701 15,246,109
Mortgages (State Veterans Affairs) _ : ' 732,807
Municipal Bonds : 35,244 _ 35,224
Small Business Administration Loans . 7,329,906 2,823,259
Repurchase Agreements : 8,881,770
Gther Private Placements 1,000,000 e
" Total Tnvestments - $89,596,468 §79,595,808
Total Current Assets _ $89,606,349 gggégégﬁggg
© LIARILITIES, EQUITTES AND RESERVE
Current Liabilivies:
Federal Insurance Contributioms Act -
Payable (State) ' S 6,477,864
rederal Insurance Contributions Act - _
Payable (Political Subdivisions) (2,346,702)
Toral Current Liabilities $ 4,131,161
Equities:
Megbers' Fquities by Employer:
Air Natriomal Guard ' s 2 5
Alaska Municipal League 4,626 2,611
Anchorage Borough Schools 1,358,053 1,014,643
Avmy National Guaxd 20 34
ity and Borvough of Juneau 450,700 158,651
gity of Anchorage : 220,713
City of Fairbanks 414,884 305,753
g1ty of Baines C7,540 4,447

-10-
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STATE OF ALASKA

PUBLIC EMPLOYEES' RETIREMENT FUKD

Comparative Balance Sheet

LIABILITIES, EQUITIES AND RESERVE

Eyuities
Memhers
City
Cicy
City
City
City
City
City
City
Fairh

- Continued: N

' fquities by Employer - Continued:
of Homer

of Kenai

of Kodiak

ot Bitka

of Skagway

of Soldotna

of Valdez

of Wrangell

anks Public Utilities

Cateway Borough

Great
Great
Junea
Kenai
Matan
Matan
North
North
Sitka
Sitka
Sitka
State
Unive
Unive

To

Employe
Afr N
Alask
Ancho

¢r Anchorage Area Borough
er Sitka Borough
u Berough Schools
~City Light
uska-Susitna Borough .
uska-Susitna Borough Schools
Star Borough
‘Star Borough Schools
‘Borough School District
Community Hospital
Public Utilities
of Alaska
raity of Alaska .
rsity of Alaska, Geophysical Institute
tal Memhers' Equities

rs' Bguities:
ational Guard

a Municipal feague
rage Borough Schoals

Army National Guard

Citv
ity
City
City
city
CiLy
City
Cicy
City

and Borough of Juneau
of Anchorage

of Fairbanks

aof llaines

of Homer

of EKenail

of Kodiak

of Sitka

of Skapway

-11-

Fiscal Year Bnded

June 30,
1974

37,033
68,710
81,373
4,185
4,382
17,326
7,617
140,481
19,774
872,597

111,114

47,877
69,906
111,129
233,247
16,117

295

22,715
16,617,139
1,031,433
167,322

§22,098,253

$ 37,169
16,852
3,702,304
70,029
1,362,193
. (272,045)
944,729
3,434

965
202,889
116,347
142,626
19,789

June 30,
1973

5 1,351
58,614
52,067
55,105

1,228
2,503
7,326

108,948
17,503
556,812
2,530
98,160

12

29,538
55,655
75,155
165,491
5,519

1,638
26,147
13,386,404
899,402
88,032

$17,374,686

$ 36,244

12,793
3,338,192
68,314
1,133,166

863,944
(1,532}
950
163,150
128,521
100,986
13,056




STATE OF ALASKA

PUBLIC EMPLOYEES' RETTREMENT FUND
Comparative Balance Sheet

Fiscal Year Ended

June 30, June 30,
1974 _ 1973
LIABILITIES, BQUITIES AND RESHRVE
Rquities — Continued:
Employers' Equities - Continued: o
city of Soldotna . 5 . 15,609 5 11,950
gity of Valdez 28,761 19,303
City of Wrangell _ 10,414 _
Fairbanks Public Utilities 216,749 ' 334,402
Gateway Borough 14,335 (41,999)
Greater Anchorage Area Barough 1,937,527 1,408,873
Creater Sitka Borough _ 6,360 (13,698}
Juneau Borough Schools _ : ' 304,282 298,381
Yenai City Light 17,200 16,762
Matanuska-Susiltna Boraugh ' . 163,295 123,498
Matanuska-Susitna Borough Schools 162,617 183,541
North Star Borough 279,381 211,904
‘North Star Borough Schools _ 645,166 - 606,162
gitka Borough Schools 35,190 20,454
Sitka Community Hospital 18,064 37,527
gitka Public Utilities 48,894 53,182
State of Alaska 44,989,430 42 014,653
University of Alaska 2,635,560 2,261,486
University of Alaska - Geophysical Institute 277,005 245,917
Toral Employers' Equities ' 558,153,181 553,650,095
Total Equities . 580,251,435 $71,024,781
Reserves: '
Retirement Reserves : $ 9,355,113 $ 4,960,342
Total Liabilities, Equities and _
Reserves 589,606,549 580,116,282

ROTE:
Market value of investments is approximately
$79,258,042 on June 30, 1974. See investment
report for details. Legal Reference:
AS 39.35,110 '

-172-




STATE OF ALASKA

PUBLIC FMPLOYEES' RETIREMENT FUND
Comparative Starement of Operations

Fiscal Year Knded

et

June 30, June 30,
1974 1973
Beginning Eguities, Julyv 1 $75,985,123° §54,324,466
Additions:
Memhars' Contributions by Emplovyer: .

Air National Guard $ 2 8

Alaska Municipal League 2,310 1,919

Anchorage Borough Schaols 505,977 454,770

Army National Guard (143 14

ity and Borough of Junesu 198,429 180,536

city of Anchorage ' 224,080

City of Fairbanks 172,639 170,641

City of Haines 3,817 3,124

City of Hower (1,212} 310

City of Kenai - 34,059 14,548

Gicv of Kodiak 30,617 76,453

City of Sitka 39,093 27,323

City of Skagway 4,540 1,936

Citv of Soldorna 4,009 Z,436

City of Valdez 11,866 8,712

City of Wrangell _ 7,818

Wairbanks Public Utrilities 71,784 65,936

Cateway Rorough 15,872 B,052

Greater Anchorage Area Borough 489,980 428,860
- Oreater Sitka Borough {4,370 65
3 Juneau Borough Schools 38,567 35,368
: Kenai City Light (9) 23
& Matanucka-Susituna Borough 24,417 15,743
23 Matenuska—-5Susitna Borough Schools 33,335 26,733
b North Star Borough' 49,955 39,708
3 North Star Rorough Schools 115,091 75,400
B Sitka Borough School District 12,522 5,582
3 gitrka Uommunity Hospital 3 2,479
Sitka Public Utilities 11,347 10,615
state of Alaska 5,206,160 4,513,501
P University of Alaska 330,255 451,221
ﬁ' University of Alaska, Ccophysical Institute _ 44 158 _ 44,1728
i totul Members' Contributions $ 7,674,133 $ 6,636,275
3 Employers’ {ontributions:
P Alaska Municipal Lcague 5 3,851 3 3,705
. Anchorage DBorough Schools 722,265 1,271,262
> ity of Anchorage 887,959
J City and Borough of Juneau 243,944 437,925
%ﬁ City of Falrbanks 225,118 432,437
b Citv of lizines 5,217 3,104
L
:
i




STATE OF ALASKA

PUBLIC EMPLOYEES' RETIREMENT FUND
Comparative Statement of Operations

Additions — Continued:

imployers' Contributions - Continued:

City of Homer

Ccity of Kenai

City of Kediak

city of Sitka

City of Skagway

gcity of Soldotna

Ccity of Valdez '

city of Wrangell

Fairbanks Public Utilities

Gateway Borough

Greater Anchorage ATea Barough

Juneau Borough Schools

tenai City Light

Matanuska-Susitna Borough

Matanuska-Susitna Borough Schools

North star Borough

North Star Borough Schools

gitka Borough Schools

gitka Community Hospital

gitka Public Utilities

state of Alaska

University of Alaska

University of Alaska, ;eophvsical Institute
Toral Employers' Contributions

Interest Earned on Reinstatéments

Tpvestment Income

Toral Additions

Total Beginning Equities and Additioens

Deductions:
Administrative Expenses:

Personal Services
Travel
Contractual Services
Commodities
Equipment
Inter—Agency Service
Total Administrative bxpenses

14~

Fiscal-Yeat_Endgﬂ__"

june_gb,
1974

39,684
46,011
46,225
6,459
3,708
10,689
10,325
99,944
17,361
641,023
48,157
8

37,805
46,240
65,679
123,611
19,281

5

16,349
5,502,804
518,505
51,689
§79,439,931

$ 8,708

1,658,266

e
$18,781,039

594,766,163

S a6, 544
9,450
Ab,231%
1,633
1,767
66,000

§ 241,626

Junie 30,
1973

5 574
72,665
73,034
50,102

5,607
3,543
14,469

173,742
13,569
964,797
09,142

49,395
81,087
93,233

230,756
19,935
3,527
19,379
10,327,060
725,259
50,710

$15,269,036

S 5,913

_ 3,343,722

$25,256,95%

579,381,420

5 6h, 495
4,105
48,120
1,250
1,541

. 62,809
§ 182,327
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STATE OF ALASKA

PUBLIC EMPIOVRES' KETIREMENT FUND
Comparative Statement of Operaticus

pleducticons — Continued:
Members' Conlributions and Interest
Refunded :
Interest Credited to Members' Accounts
Retirement Benefits Paid

Total Deductions

Ending Equities June 30

15

p
5

5

_ Fiscal Year FEnded

June 30,
L X874

June 30,

1973 .

649,867

2,334,265 $ 1,643,830
869,079
1,714,642

1,120,275

5,159,614

$ 3,596,297

589,606, 349

$75,985,123




oTATE OF ALASKA
PUBLIC AMPLOYEES' RETIREMENT FUND

" grock Dividend
7/1/73 through 6/30/74

shares

Ajagtern Airlines Company 500 5% stock dividend

Stocks Purchased
- 7/1/73 through 6/30/74

Total
Yasue Shares Cost
American Home Inc. . ' 12,000 ¢ 498,420
American Hospital Supply Company 16,000 - 631,788
Atlaniie Richfield Company 6,000 _ 538,388
Caterpillar Tractor Company ' 10,000 641,959
Citicorp. 13,000 535,837
Coca (pla Company : 2,000 250,940
presser Industries, Inc. . 7,000 435,893
dupront E, T. Delemours 3,600 605,477
Fastman Kodak Cowpany ' 3,000 145,374
feorgia Pacific Company - 15,000 655,359
Indianapolis Power & Light Company 7,000 151,972
Jnternational Business Machines 3,000 _ 725,105
5. 5. Kresge Company o 16,000 - 554,760
J. . Penney Company 2,000 600,506
M.G.1.L. Corporation 15,000 669,776
Merck, Inc. o 7,000 556,385
Raytheon Corporation 15,000 473,222
Syuibb & Company ' 14,000 : 610,697
Western Airlines 10,000 99,973
Tatal ' 9,655,338
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k S5TATE OF ALASKA

PUBLIC EMPLOYEES' RETIREMENT FUND
Common Stock Sales
7/1/73 Lhrough 6/30/74

1
% Gain
: . _ or
Essue Shares Cost. Procesds (Loss)
b :
E Aetna Life & Casualty Company 10,000 $ 624,274 $ 653,475 & 29,200
b Alleghenv Power Systems 7,000 361,865 320,571 (41,292
¥ Aluminum Company of Alaska 7,000 364,958 432,766 - ge2,808
'? Baltimore Gas & Electric Company ' 12,000 383,477 270,362 {95,114
i Campbell Soup Company 18,000 604,120 653,870 49,749
¢ Celanese Corporation . 16,000 871,853 435,806 {386,046
% Central Illinois Public Service Co. 15,000 302,445 215,787 (86,662
¥ Certain-Teed Products 1,658 40,085 23,045 (16,449
‘% Continental Can Company 23,000 122,313 567,071 (155,442
Continental Corporation ' 11,360 441,012 423,506 {17,305
i"  Contimental 'lelephone Company 30,000 628,332 547,266 (81,066
Dover Corporatiom : 1,600 87,462 64,547 (22,915
g Exxon Corporation _ 7,000 509,745 845,288 315,541
x Greyhound Bus Corpuration 30,000 575,296 476,825 (98,467
5 Grolier, Inc. : 14,000 316,140 88,429 (227,716
Harris Intertvpe 15,000 766,518 439,853 (306,665
Illinois Central Industries 1.7.000 563,90/ 268,648 (295,258
Indianapolis Power & Light Company 20,000 523,219 /7,993 (45,225
International Paper Cowpany 16,000 569,072 784,702 215,620
Magnavox Company ' 16,000 £93,423 142,525 (550,897
: Mead Corporation ' ) 40, 000 741,024 711,014 {30,610
©. Pacific Cas & Electric Company 15,060 505,927 389,215 (116,711
Safeco Corporation 10,000 407,316 379,469 27,847
; United Urilities Company 36,000 664,810 598,450 (66,359
? 7. §. Freight 2,400 k8,390 45,268 (23,121
. Wesrtern Bancorporation 25,000 802,529 655,914 (146,614
Total : $13,127,338  $10,702,276 © §{2,023.062
3
¥
i
:
[
L



STATE OF ALASKA

PUBLTC EMPLOYEES' RETTREMENT FUND
Tnvestment Summary at Cost

June 30, 1974

Cash:
Demand Account $ 18,777
Savings Account 43,100
Sub-Total - Cash $ 61,877

Short Term Debt Issues:
Repurchase Agreements
Commercial Paper
U. §. Govermment Lssues
sub-Total — Short Term Debt Issues

Tixed income Marketable Iszues:

$ 6,000,000
4,457,431
1,481,771

§ 11,939,202

$ 399,687

1. 5. Government Notes

U. §. Agencies 15,972,139
Municipal Bonds 35,224
Corporate Netes and Bonds 22,537,289

Sub —Total - Fixed Income
Marketable Issues

Fixed Income Private Placemenls:

$ 39,544,339

M.G.I1.C, Mortgage Corporation Notes 5 1,000,000
FHA and VA Mortgages 15,066,701
Small Business Loans 7,329,906
Deposits with Federal Sav1ng% & Loan
Associations w_-____1,52&%,009_
Sub-Total — Fixed Incomp Private

Placements

¢ 24,921,607

Common Steck 13,129,441
Total Assets 5 82,596,&58
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October 18, 1974

* Mr. Richard W. Freer

Commissioner of Administration
State of Alaska

Department of Administration
Pouch C

Juneau, Alaska 99801

Actuarial Status -
Alaska Public Employees' Retirement Systen

Hoar Commissioner Freer:

This is a brief statement to outline the actuarial status of the Alaska
Public Employees' Retirement System.

The actuarial valuation which we perform each year with respect to the
Alaska Public Employees' Retirement System has the following objectives:

(1) To examine the status of funding of the System.

{2} To develop contribution rates for each participating employer
in the System which are adequate to support the benefits of
the System, -

Based upon tno actuarial method shown in Exhibit I and assumptions shown
in Exhinit 1I, tre contribution Tevels shown in Exhibit III are adequate
to support the benefits of the System.

Although the funding levels vary by employer, the funding status of the

System as a whole can be shown as follows:

(1) Present value of all benefits earned to

the valuation date (December 31, 1973) $66,504,970
(2} Values of assets of the System $65,970,873
(3) Funding ratio ((2)/{1)) 99.20%

This means that the assets of the System are sufficient to cover 99 ,20%

of the liabilities for benefits earned to the date of the valuation.

-28—
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Mr. #icnard W. Freer -2 - Getaber 16, 1974

This 1s a very respectable funding ievel given the age of the System and
the improvenents in the System enacted since its inception. However, tihe
Tevel of the funding ratio in anc of itself is not so significant as is
the progression of these ratios on a year-by-year basis.

In sumipary, my opinton would pe that the funainyg progress Oe/fie Jysten
is satisfactory to support the .:ue'lefu.s Wthe S:;SLE b “,f ; ]

Respeﬁtfuﬂy subrm tt

~
H

/ B ;_,/ b{,mw ///
uwman“S Lask, FS
Mctuary '- _
I Y
WNSL:rs / \
Attachments : /"
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n O & MeLEMNAN

EXHIBIT I
ACTUARIAL METHOD

The actuaria1.method used in this valuation is known as the Aggregate

Method with Supplemental Liability. Under this method, the Consd]idéted

Employer Contribution Réte is determined as follows: |
(1) The present value of all benefits accrued and expected to be

earned in the future for non-retired parficipants is calculated,

taking into account expected 1evé1s of mortality, turnover,
disability, salary increases, and investment.performance.-
(2) Such present value of benefits is vreduced by the sum of:

(a) The present value of future employee contributions,
taking into account the same itoms as enumerated in {1},
above.

(b) The total liability for benefits earned to the valuation
date.

The remafnder is the portioh of the present value of future

benefits to be funded by emp1dyer contributions at the Consoli-

dated Rate and is called the "Present Value of Future Employer

Normal Costs.”

(3} The Consolidated Employer Contribution Rate is determined by |
dividing the Present Value of Future Employer Normal Costs by -
the presant value of future salaries, ca1cu1ated taking into

account those factors enumerated in item (1) above.

-320-
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The total Employer Contrihution Rate for each participating employer is
the Consold dated Cmpioyer Contr1hut1on Rate 11us that contribution rate
sufficient to fund the unfunded accrued benefit liabilities of sych

employer aver 40 vears,

Th1s method effectively spreads the portion of the total prOJected

present value of ben fits to be financed by future employer contribu-
tions over the expected future working ?ifetime of the curfent?y covered
groyp. It has the advantace that the effeét of actuarial gains and
losses {which arise from actual exporience that deviates from the

actuarial assumptions used) is automatically spread over this period.

-31-
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EXHIBIT 11

ACTUARIAL ASSUMPTIONS

The following assumptions were used as the basis for the va1uaﬁion
included in the report: | |

(1) TInvestment Yield: 5% per annum,.net of expenses.

(2) Aésets: Valued at.cost.

(3) Experience: Active Employees

(a) - Retirement Age - Police & Fire 55 or 20 years
' service.:

- Others 60 or 30 years
service,

(b} Disability - See attached Schedule 1.

{c) Separat1on - See attached Schedule II.

(d) Mortality - 1951 Group Annuity Projection "C" to 1065
{e} Earnings Progression - 5% increase per year.
{4) Experience: Pensioners and Beneficiaries

{a) Mortality _ nretired - 1951 Group Annuity Projection "C" to
: 1965 '

(b) Disabled - 1944 Disabled Ra11way Employees Select Mortality
Table,

{5) Loading: None
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Schedule [

PUBLIC EMPLOYEES' RETIREMENT SYSTEM

OF ALASKA

Disabiiity Rates

Al EmbToyees

Annual Rates Per 1,000 Employees

Age ‘Rate -
20 .70
21 .71
22 LT
23 .73
24 L
25 .75
26 76
27 - .78
28 .50
29 .82
30 .84
31 .86
32 .88
33 .90
34 .93
35. .96
36 | .99
37 : 1.03
38 1.07
39 1.11
40 1.15
41 1.20
42 1.27
43 1.36
44 1.48

~33=

Age

45

46
47

48
49

50
51
b2
53
54

55
56
57
58
53

60

61
62
63
b4

[ |
Y
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BAARIH & MCLENPIAN
Schedule 11
~ STATE OF ALASKA
VALUATION TURNOVER RATES
Age Mate Female
20 .3274 . 3753
21 2782 . 3490
22 . 2408 . 3290
23 .2334 . 3254
24 .2151 .3162
25 .1917 . 3041
26 . 1630 2916
27 .1528 .2814
28 .1510 L2792
29 . 14865 2734
30 . 1408 . 2652
31 . 1351 .2560
32 . 1309 2471
33 . 1303 2435
34 .1289 .2342
35 . 1269 .2218
36 .1248 . .2087
37 .1220 1973
38 .1223 . 1937
3¢ . 1207 .1845
40 . 1185 L1725
41 .1161 . 1603
42 L1140 . 1505
43 .1132 . 1480
a4 1112 . 1416
45 . 1081 .1335
46 - 1060 . 1257
47 L1041 .1200
48 . 1038 1192
49 . 1025 L1173
50 .1021 .1150
51 _ . 1012 .1124
52 . 10086 .1115
53 - 1604 1112
54 . 0996 .1108
55 . 0997 L1107
56 0999 L1114
57 . 1009 ' .1135
58 .1011 .1156
59 - L1022 .1208

50 . 1047 L1277

3




EXHIBIT IT
PENSION CONTRIBUTLON LEVELS

For
19/4~75

Employer
Alaska Municipal.League
Anchorage Borough Schools
Citv and Boruugh.of.Juneau (incliudes School District)

City of Anchorage

City of VFairbanks {includes Municipal Utilities Discrict)

City of Haines

City of Kenai

City of Keodiak

City and Borough of Sitka (includes Sechool District}
City of Skagpway

City of Soldotna

City of Valdez

City of Wrangell

Greater Anchorage Borough

Kebchikan Gateway Borough

Matanuska-Susitna Beorough (includes Scheool District)
North Star Barough (includes School District)

State of Alaska

Upiversity of Alaska (includes Geaphysical Institute)

Percentage
01
Invalved
_Favroli

6.89%

6.21%

9.81%
5.42%
5.80%

£.40%

6.84%
B.73%
5. 422

5.94%



STATE OF ALASEKA

TEACHERS'

RETTREMENT

FUNTD
M
Name . Terwm Expires
Jerome W. Norum, Chairman January 31, 14976
Clifford A. Berge January 31, 1977
Ronald E. Castle January 31, 1973
Leah J. Peterson : July 1, 1975

Mary Ellen Walsh July 1, 1975
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STATE OF ALASKA
(HACHERS' RETIREMENT TUND

Members' and Employers' Contributions
Fiscal Years 1965 through 1974

]

Lmployers'

Mombess

1972

AN

71

1969

1965

1966

14
13
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STATE OF ALASKA

TEACHERS' RETIREMENT FUND
Comparative Balance Sheet

ASSETS

Current Assets:
Cash in Treasury

Investnents:
Gash Pending Investments
Certificates of Depesit and Savings Accounts
Conventional Mortgages
Common and Preferred Stock
Convertible Issues
Corporate Bonds
Government Bonds and Agencies
Small Business Administration Loans
Mortgages (FHA)

- Mortgages (Veterans Affairs)
Municipal Bonds

‘Repurchase Agreements
Treasury Bills
Other Private Placenments

Total Investments

. Total Current Assets

LIABILITIES, EQUITIES AND
RESERVE

Current Liabilities:
Deposit in Trust

Equities:
Members' Equities
Fmplovers’ Equiries
Retirement Reserve

Total Liabilities, Equities
and_Raserve

NOTE =

Market value of investments is approximately
572,950,113 on June 30, 1974. See Investment

Report for details. Legal Reflerence:
AS 14.25.180

—40-

Fiscal Year Ended

June 30, June 30,
1974 1973
6 145,879 5 533,666
s 12,178 $
3,950,000 9,641,153
371,425
13,723,491 10,205,507
| 40,187
23,240,898 15,269,974
18,785,082 19,860,632
8,141,430 2,727,830
12,861,745 14,628,533
| 523,299
65,416 65,416
7,496,847
o 483,174
1,000,000
580,668,515  §73,445,711
$89,794,395 73,979,377,
§  (97,730) S (2,014)
37,584,584 30,081,641
143,970,054 42,071,807
8,337,486 1,827,041
$89,794.395  $73,979,377




STATE OF

TEACHERS'

ALASKA

RETTREMENT

FUND

Compavative Statemeunt of Qpervations

Beginning Equities, July 1

Additionsz:

Members' Contributions:
Mandatory
Reinstatement
Arrearages
Retroactive
Supplemental
Suspense ltems

Total Mcmbers' Contributions

Employers' Contributions
State Conrributions:
Mandatory
Arrearages
Retroactive
Cost of Living Allowance
State Fmployer
Total State Contributious

Investmentsa Income

Interest Earned on Members'

Total Additions

Indebtedness

Total Beginning Equities and Additiene

Deductions:
Administrative Kxpenses;
Personal Scrvices
Travel
Contracztual Services
Commodities
Equipment
Inter—Agency Scrvice
Total Administrative Expenses

Members'

Retirement Benefits Paid
Total Deductions

Ending Equities, June 30

Contributions and Interest Refunded

~41-

Fiscal Year Ended

June 30,
1674

$73,981,391

§ 7,610,576
43,823

565,607
79,573
329,217
79,575

June 30,

$58,399,066

3 6,376,901
29,162
186,842
17,186
210,553

38,708,374

$ 4,106,210

$ 4,189,225

395,737
§ &, 584 962

36,820,652

$ 3,522,017

5 5,600,329
984,770
21,926
114,262

$ 6,021, 209

§ J,634,145

5 3,181,536

$ . 82,173 8 66,838
$21,135,866  $19,612,932
$95,117,257  $78,011,999 -
$ 98,573 &  B2,768
9,927 5,943
83,734 66,670
2,251 1,854
,875 2,169
_,mwméiﬁgpﬂ ....... 04,712
§ 260,363 § 224,158
5 1,519,832 5 1,312,958

$ 3,642,667

5.5,

322,862 .

$ 2,493,491

$ 4,030,608

$80.794,392

|gk..‘!



STATE OF ALASKA

TEACHERS' RETTREMENT I'UND

Stocks Purchased
7/1/73 through 6/30/74

Issues

Amerada Hess Corporation
American Home Products
American Metal Climax Company
Atlantic Richfield Corporation
Rankamerica Corporation
Burroughs Corporation

Chubb Corporation

Citicorp. '

Columbia Broadcasting System
Commercial Satellite Company
Continental 0il Company

"Delta Airlines

Dow Chemical Corporation
Federated Department Stores
Ford Metor Company

General Mills Corporation
HBalliburton Company
International Business Machines Lorp.
Lilly & Company '
J. R. McDermotl & Company

' Mchonaid's Corporation '
Mellon National Corporation
Monsanto Company

J. C. Penmey Company

Philip Morris Company

Phillips Petroleum Company
Ryder System, Inc.
Schering-Flough

Southland Corporation

Standard 031 Company of California
gyntex Corporation

Texaco Corporation

Texas Instruments. Company
Xerox Corporation

Total

—42=

Shares

3,000

10,000

2,000
3,500
4,000
1,000
7,500

4,000

10,000
5,000
2,000
5,000
2,000
5,000
5,000
4,000

12,000

3,000 -

5,000
5,000
7,500
2,000
1,000
5,000
8,000
1,600
16,000

3,000 -

15,000
6,000
4,000
5,000

700
2,500

Total
Cost

8 87,347
415,097
313,947
360,949
164,750
202,747
312,187
153,130
339,967
166,175

84,413
266,184
118,921
218,916
252,194
219,419
339,746

1,188,238
381,771
452,203
409,158

93,619

51,363
408,775
462,794

88,438
417,135
350,883
302,435
185,143
191,426



Aztna Life & Casuvalty Conmpany
Aluminum Company of America
American Rlectric Power Company
Armco Stecl Corporation
Burrocughs Corporation

..Carrier Corporation

Crown Zellerbach Corporation
Dow Chemical Company

E. T. duPfent DeNemours
 Firestone Tire & Rubber Company
Cencral Public Wtilities

.31 General Telephone & Klectric Comp

© Goodyear Tire & Rubber Company
-Ingersoll Rand Corporation
Mellon National Corporatiomn

.. Monsanto Company

Public Service Electric & Gas Co.
- Republic Steel Company
'-'St.-Regis Paper Company

Southern California Edison

.. U. 5. Frelght Company

U. 5. Gypsum Cempany
Western Bancorporation
Westinghouse Electric Corporation

Total

STATE OF ALASKA

TEACHERS' RETIREMENT
B Common Stock Sale
7/1/73 through 6/30

Shares

6,000
10,000
14,000
1G,000

500
2,000
5,200

200

2,000
15,400
15,6480

any 3,500

7,500
12,540

2,000

2,000

C 3,700

1,000

7,500

3,500
15,600

3,520
20,000
10,000

—45—

SYSTEM
S

/74

Cost.

$ 389,489
519,491
295,951
221,831
101,373

51,599
171,301

29,730
284,203
320,312
323,945
145,711
203,770
731,999

93,619
122,727
138,358

23,0640
188,649
121,219
451,901
133,550
603,750

386,260 .

$6,054,374

Gain
or
Proceeds {Loss)

$§ 448,634 5 59,144

776,359 256,868
227,169 (68,781)
197,272 (24,558)
102,474 1,100
23,549 (28,050)
183,336 12,035
31,691 1,961
358,972 74,769
223,968 (96, 343)
250,582 (73,362)
81,350 (64,361)
128,189 (75,581)
803,518 71,518
94,000 380
122,501 (2286)
73,116 (65,242)
24,663 1,017
194,116 5,466
68,458 (52,761)
244,904 (206,996)
70,413 (63,127)
533,427 (70,323)
__.183,001  (203,259)

§5,4QS,Q§Q $ _(608,712)



STATE OF ALASKA

TEACHERS' RETLREMENT FUND
Investment Summary at Cost

June 30, 1974

Cash:
Demand Account $ 10,078
Savings Account L 2,100
Sub-Total - Cash $ 12,178
Short Term Debt Issues!
Repurchase Agreements 5 5,409,000
Commercial Paper 01,100,000
U. §. Goverpment Issues 987,847
Sub-Total - Short Term Debt Issues 5 7,496,847
Fixed Income Marketable Issues: _
U, $. Government Notes $ 999,687
. §. Agencies 17,785,392
Myunicipal Bouds 65,416

Corporate Notes and Bonds
gub-Tatal - Fixed Income
Marketable lssues

Fived Income Private Placemenis:

23,240,899

$ 42,091,396

M.G.I.C. Mortgage Corporation Notes $ 1,000,000
FHA and VA Mortgages 12,861,745
Small Business Lcans 8,141,430
Conventional Loans 371,425
Deposits with Federal Savings & Loan

Associations 3,950,000

Sub-Total - Fixed Income Private
Placemenlks :

$ 26,324,603

Common Stock $ 13,723,491
Total Assels ;ggglkﬁg&*ﬁ;g
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October 18, 1974

My, Richard W. Freer
Commissioner of Administration
State of Alaska-

pepartment of Aaministration
-Pouch C _

Juneau, Alaska 99801

Actuarial Status -
Alaska Teachers' Retirement System

Dear Commissioney Freer:

This is a brief statement to outline the actuarial status'of the Alaska
Teachers' Retirement Sysiem.

The actuarial valuation which we perform each year with respect to the
Alaska Teachers' Retirement System has the following objecltives:

{1) To examine the status of funding of the System.

(2) To develop contribution rates for each participating employer
in the System which are adequate to support the benefits of the
System. ' .

Based upon the actuarial method shown in Exhibit 1 and assumptions shown
in Exhibit 11, the Employer-State contribution level of 12.04% of covered
pay is adequate to support the benefits of the System.

The funding status of the System can be shown as follows:

(1) Present value of all benefits earned to the

Tast valuation date (June 30, 1973) $129,298,303
(2) Vvalues of assets of the System $ 73,445,709
(3} Funding ratio ((2)/(1)) : 57%

This means that the assets of the System are sufficient to cover 57% of
the liabilities for benefits earned to the date of the valuation. The
level of the funding ratio in and of itself is not so significant as is
the progression of these ratios on a year-by-year basis.

-56-
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Mr. Richard W. Freer -7 - Goiober 18, 1974

In swamary, my opinicn would be that the funding progress of the System
is satisfactory, and the current contribution levels are satisfactory
to support the benefits of tne Systg};
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follows:

{2)

(3)

EXHIBIT 1

ACTUARIAL METHOD

The actuarial method used in this valuation is known as. the Aggregate

 Method. Under this method, the Employer-State cost is determined as

(1) The present vajue of all benefits accrued and expected to be

earned in the future are. calculated, taking into account

expected levels of mortality, turnover, disability and invest-

ment performance. |

Such present value of henefits is reduced by the sum of:

{a) The assets of the fund, and

(b) The present value of future employee contributions
{including arrearage contributions}, taking into acbount'
the same items as enumerated in (1), above.

The remainder is the portion of the present vatue of future

honefits to be funded by Fmployer-State contributions and is

called the "Present Value of Future Contributions from the

Employer and the State.”

The Estimated Contribution from the Employer and the State is

determined by multiplying the Present Value of Future Contri-

hutions for the Employer and the State by a factor which

spreads that present value qf contributions over 16 years.

The Contribution by the Empioyer and the State expressed as &

percentage of salaries is then determined by dividing the

Estimated Contribution by the total Member Salaries used in

the valuation.
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This method effectively spreads the portidn of the total projected
present value of benefits to be financed by future Employer-State
contributions over 16 years. It has the advantage that the effect of
actuarial gains ahd Tosses (which arise from actuaﬁ experience that
deviates from the actuarial assumptions used) is automatically spread

over this period.
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EXHIBIT II
ACTUARTIAL ASSUMPTIONS

1. Investment Yield ~ 5% per annum.

2. Mortality - According to 1951 Group Annuity Mortality Table rates
projected to 1965 by projection "C". {Female mortality same as
male mortality with ages set back 5 years.)

3. Rates of Separation from Service - See Page 2.

4. Rates of Disability - See Page 3.

5. Rate of Mortality after Disability - According to the 1956
Railway Retirement Roard Tables.

6. Rates_of Salary Increase - See Page 4.

7. Normal Retirement Age - Earlier of age 60 with 15 years of
. creditable service or 8 years of membership service and
25 years of service at any age.

8. Asset Valuation - Cost basis.

~H60-




TEACHERS' RETIREMENT SYSTEM
STATE OF ALASKA .~

SEPARATION RATES

ANNUAL RATES PER 1,000 EMPLOYEES -

Age  Rate - &33-*?Eiééf3’fv;

20 165.
21 162.
22 160.
23 158.
24 155.

46 100,00 o
ST -3 R RS
429000 .
43 85.0 il

44 - 80.0.

OISO @D

25 152.
26 149.
27 146.
28 142.
29 140,

45
46
47
28
49

Pl

fun IS 2 W v IR B
OT D @y i

R =Tar=1
Sw e " - ' .
DOoOoOo;

50
51
52
53
54

30 137.
31 132,
32 130.
33 127.
34 125,

R RN Rt
o U1 U1 oY G

L IR ST TR Y

oo,

35 120.
36 1i6.
37 112.
38 - 108.
39 104.

oo B e e
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SH 8 McLENNAN

TEACHERS' RETIREMENT SYSTEM
STATE OF ALASKA

DISABILITY RATES
ANNUAL RATES PER 1,000 EMPLOYEES

Age Rate Age Rate
20 .70 45 1.62
21 - .71 46 1.76
- 22 .72 47 1.91
23 .73 48 2.07
24 .74 49 2.23
25 W75 50 2.40
26 .76 51 2.60
27 .78 52 2.86
28 .80 53 3.18
29 .82 54 3.56
30 .84 54 4,00
31 .86 56 4,59
32 .58 57 5.34
33 .90 58 6.10
34 .93 59 7.20
35 .96 00 8.43
36 .99 61 9.75
37 1.03 62 11.30
38 1.07 63 13,05
39 1.11 64 14.90
40 1.15
41 1.20
42 1.27
43 1.36
44 1.48
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Age scale
20 .3225
21 . 3354
22 . 3488
23 3627
24 .3773
25 - 3923
25 . 4080
27 4244
28 - 4413
29 4590
30 4774
31 L4264
32 5163
33 L5370
34 .5584
35 . 5808
36 L6040
37 .6282
38 .6833
39 -6794
40 . 7066
41 L7207
42 7351
43 . 7498
44 .7648
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TEACHERS' RETIREMENT SYSTEM
STATE OF ALASKA

SALARY INCREASE SCALE =
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